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Pensions: Worker Coverage and Retirement Benefits, 1987

(Data from the Survey of Income and Program Participation)

INTRODUCTION

The topical modules of the seventh wave of the 1985
panel and the fourth wave of the 1986 panel of the Survey
of Income and Program Participation (SIPP), both con-
ducted January through April of 1987, contained supple-
mental questions on pension eligibility of the working
population and characteristics of persons receiving retire-
ment income. This report presents findings based on these
supplemental questions. The prevalence of pension cov-
erage among different segments of the population, the
growth of employee-directed retirement plans (such as
IRA’s and 401(k) plans), and differences in the level of
economic well-being of today’s retirees are some of the
topics discussed in-this report.

This is the second Census Bureau study to specifically
highlight pension coverage and the economic status of
retirees. The first report, released in 1987 (Current Popu-
lation Reports, Series P-70, No. 12), contained compara-
ble information from the fourth wave of the 1984 panel of
SIPP. This report essentially updates that study; several
estimates from the first report are repeated here in order to
make comparisons over time.

There have been other surveys conducted by the Cen-
sus Bureau containing questions on pension eligibility.
Since 1980, the annual income supplement to the March
Current Population Survey (CPS) has included a limited
number of questions on pension eligibility for each person
identified as a worker during the calendar year prior to
interview. In addition, there have been three pension
supplements to the CPS in May of 1979, 1983, and 1988.
An analysis of data from the May 1979 and 1983 pension
supplements is contained in a study by Emily Andrews of
the Employee Benefits Research Institute, entitled “The
Changing Profile of Pensions in-America.” Although the
CPS and SIPP data sets are somewhat different, the data
in this report are based on the definitions of pension
eligibility used in the EBRI study.!

Pension eligibility, as defined in this study, was restricted
to employer-provided pensions. Eligibility for Social Secu-
rity retirement benefits was not included. According to the
Social Security Administration, 92 percent of all civilian
wage and salary workers participate in the Social Security
System and are potentially eligible for retirement or disabil-
ity benefits.

'A technical note to this text contains comparisons of SIPP and CPS
pension participation estimates.

The March CPS income supplement has provided infor-
mation on the economic situation of the population by age
group, including the elderly; however, the CPS does not
directly identify the “ever-retired” population nor does it
link the level of retirement income with important retire-
ment related variables (years since retirement, former
industry, etc.). Thus, this SIPP report series can provide a
more comprehensive picture of the economic status of
retirees than any other information previously available
from the Census Bureau.

HIGHLIGHTS

(Note: The figures in parentheses signify the 90-percent
confidence intervals of the estimates.)

Pension Coverage

¢ Between 1984 and 1987, the number of wage and salary
workers covered by pension plans increased from 52.7
(%1.0) million to 55.7 (+1.0) million. The percentage of
workers covered by a pension plan in 1987, 66.4 (+0.8)
percent, was not significantly different from the estimate
of 67.1 (=0.9) percent for 1984.

e The pension coverage rate of workers with monthly
earnings of less than $500 was 37.4 (+2.4) percent. In
contrast, the pension coverage rate of workers with
monthly earnings of $2,000 or more was 83.1 (+1.1)
percent.

* The pension coverage rate of Black workers was slightly
higher than that of Whites, while persons of Hispanic
origin were less likely to work in jobs with pension plans
than either Whites or Blacks.

* Employees of larger firms were far more likely to be
covered by an employer-sponsored pension plan than
employees of smaller firms.

* In 1987, 20.0 (+0.6) million wage and salary workers
participated in Individual Retirement Accounts (IRAs), up
from 16.3 (=+0.6) million in 1984. The pension coverage
rate of these workers in 1987 was 76.6 (+1.4) percent.

* The percentage of wage and salary workers participat-
ing in employer-sponsored thrift plans, known as 401(k)
plans, grew from 6.1 (+£0.4) percent in 1984 to 9.8
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(+0.5) percent in 1987. Of employees in firms that offer
401(k) plans, the participation rate was 60.3 (+2.0)
percent in 1987, up from 55.5 (+2.8) percent in 1984.

* The percentage of workers covered by either an employer
sponsored pension, IRA, or 401(k) plan was 72.0 (+0.7)
percent in 1987, not significantly different from the 1984
coverage rate of 72.1 (+0.8) percent.

Retirement Benefits

¢ There were 12.4 (+0.7) million retirees receiving pen-
sion benefits in December 1986. Their mean monthly
pension income was $639 (+$25), not significantly
different from the August 1984 monthly average of $600
(£$25) (in December 1986 dollars).

» Two-thirds of all retirees receiving pension benefits were
men. The mean monthly pension income of male retir-
ees was $744 (+$32), 78 (+20) percent higher than the
women'’s mean of $417 (+$31).

* The overall mean pension incomes of White, Black, and
Hispanic-origin retirees were not significantly different
from one another.

* Retirees under the age of 65 received significantly more
pension income, on average, than retirees 65 years old
and over. Older retirees were much more likely to be
receiving Social Security benefits in addition to their
pensions than younger retirees.

¢ Of the 12.4 (+0.7) million retirement pension recipients,
18.7 (*+2.3) percent completed 4 or more years of
college. The mean pension income of these retirees was
$1,069 (=$77), 85 (+2.4) percent higher than the mean
pension income of retirees with 4 years of high school
only.

¢ Slightly more than one-half of all retirement income
recipients had pensions with Cost of Living Adjustment
(COLA) provisions. The mean pension of these retirees,
$780 (+$35), was 70 (+=18) percent higher than the
mean pension income of retirees with no COLA provi-
sion.

PENSION COVERAGE

Defining Pension Eligibility

On the SIPP Retirement Expectations and Pension Plan
Coverage topical module, all persons 15 years old and
over2 with a wage or salary job at any time during the 4
months prior to the interview were asked a battery of

2In the 1984 panel of SIPP, the Retirement Expectations and Pension
Plan Coverage topical module was only asked of persons 25 years of age
and over. For purposes of comparison, the 1987 estimates presented
here were also restricted to persons aged 25 or more years.

pension questions. The exact sequence of questions is
shown in appendix D. As classified by the responses to
these questions, workers may be classified into four sep-
arate levels of pension eligibility. These levels are hierar-
chical, in that each is a subset of the previous one.

1. A covered worker was one whose employer had a
retirement plan for any of its employees. Included in
this group are workers who choose not to participate in
a pension plan offered by their employer.

2. A participant was a worker included in such a plan.

3. A vested employee was one eligible to receive
payments from this plan either upon reaching retire-
ment age or in a lump sum distribution. Thus, a vested
employee is one with pension rights that cannot be
forfeited.

4. A worker with future benefit entitiement was one
eligible to receive benefits upon retirement age. This
group excludes those who are only eligible for a
lump-sum distribution.

The data in table A summarize these four levels of
pension eligibility for 1984 and 1987. There were 55.7
million wage and salary workers covered by an employer-
sponsored pension plan in 1987, up from 52.7 million in
1984. In 1987 this number represented two-thirds of all
wage and salary workers, about the same as in 1984. The
proportion of wage and salary workers participating in an
employer-sponsored pension plan was 53 percent in 1987,
down slightly from the 1984 percentage of 55 percent.
Two-thirds of all covered workers, 37.6 million, were
vested in a plan. Of these vested workers, about 31.3
million, or 83 percent, were eligible for future benefits,
while the other 6.3 million were eligible for lump-sum
distributions.

Pension coverage and vesting rates are considered by
many to be the key indicators of pension eligibility. Pension
coverage rates provide information on the proportion of
workers who are potentially eligible for employer-provided
pensions, while the vesting rate measures the proportion
of workers currently eligible for nonforfeitable pension
benefits. The following section focuses on coverage and
vesting rates of workers by selected characteristics.

Pension Coverage and Vesting Rates by Worker
Characteristics

Age. Pension eligibility is usually linked to the number of
years of service on the job. Therefore, since younger
workers are less likely to have the required work experi-
ence, age is an important determinant of pension eligibility.
Only 29 percent of workers under 30 years of age were
vested in a pension plan. (See table 1.) The vesting rate
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Table A. Pension Eligibility—Wage and Salary Workers 25 Years and Over, by Sex: 1984 and 1987

(Numbers in thousands)

1984 1987
Eligibility Both Both

sexes Men Women sexes Men Women
All wage and salary workers................. 78,619 43,467 35,152 83,962 45,047 38,916
Covered by apensionplan.................... 52,727 30,351 22,376 55,738 31,006 24,731
Percent of total workers. .................. 67.1 69.8 63.7 66.4 68.8 63.5
Participating in a pensionplan................. 43,290 26,496 16,793 44,279 26,040 18,239
Percent of total workers................... 55.1 61.0 47.8 52.7 57.8 46.9
Vestedinaplan...................ooviinae. 35,479 21,865 13,614 37,604 22,045 15,559
Percent of total workers................... 451 50.3 38.7 448 48.9 40.0
Entitled to future benefits. .. ................... 29,764 18,553 11,211 31,322 18,593 12,729
Percent of total workers. .................. 37.9 427 31.9 37.3 41.3 32.7
Entitled to lump-sum payments ................ 5,715 3,312 2,403 * 6,282 3,452 2,830
Percent of total workers................... 7.3 7.6 6.8 7.5 7.7 7.3

was 48 percent for workers between the ages of 35 and
39, 53 percent for those between the ages of 40 and 49,
and 58 percent for those between the ages of 50 and 59.
As would be expected, age plays a larger role in pension
vesting than in pension coverage. This is demonstrated by
the fact that workers 50 to 59 years old were more likely to
be vested in a pension plan than workers 40 to 49 years
old, while the pension coverage rates of workers in those
two age groups were not significantly different.

Level of Earnings. The median monthly earnings of
workers covered by an employer-sponsored pension plan,
$1,726, was considerably higher than the median of $1,021
for uncovered workers. (See table B.) Sixty-three percent
of workers with monthly earnings under $500 were not
covered by a pension plan. (See table 1.) In contrast,
workers with monthly earnings of $2,000 or more have a

Table B. Monthly Earnings of Wage and Salary
Workers 25 Years and Over, by Pension
Status and Sex: 1987

(Numbers in thousands)

Covered| Vested| Not cov-

- by a ina| ered by a

Characteristic All| pension| pension pens%;n
workers plan| - plan plan

Total (thous.)....... 83,962| 55,738| 37,604 28,225
Median dollars ......... $1,463( $1,726| $1,912 $1,021
Standard error ....... ' 12 17 19 19
Mean dollars............ 1,738 1,974 2,168 1,270
Standard error ...... ! 15 20 24 22
Men (thous.) ......... 45,047 | 31,006 22,045 14,040
Median dollars ......... $1,885| $2,144| $2,301 $1,335
Standard error ....... 19 23 26 25
Mean dollars........... 2,170 2,414 2,576 1,632
Standard error ....... 25 31 36 38
Women (thous.) ...... 38,916 | 24,731 15,559 14,184
Median dollars ......... $1,108| $1,308| $1,459 $785
Standard error ....... 15 17 21 18
Mean dollars............ 1,237 1,424 1,589 913
Standard error ....... 13 17 21 18

pension coverage rate of 83 percent. Workers with monthly
earnings under $500 accounted for 11 percent of the
working population and 21 percent of the total workers not
covered by a pension plan.

Sex. The pension coverage rate of men (69 percent) was
significantly higher than the coverage rate of women (64
percent), as was the vesting rate (49 percent for men and
40 percent for women). Part of these differences is attrib-
utable to the disparity of earnings between men and
women, as shown by the fact that for each monthly
earnings interval, the pension coverage and vesting rates
of women were higher or equal to those of men. Of
workers with monthly earnings of $2,000 or more (with an
overall pension rate of 83 percent), 78 percent were men.
(See table 1.)

The differences between the pension coverage and
vesting rates of men and women also appear to be
associated with age. W;ule the pension coverage and
vesting rates of workers under 30 years of age were
identical for men and women, for workers between the
ages of 35 and 64 the coverage and vesting rates for men
were consistently higher than those of women.

Industry. Pension coverage and vesting rates varied
widely by industry. (See table 1.) Workers in the agricultural
and personal service industries had the lowest pension
coverage rates. Only 29 percent of the workers in these
industries were covered by an employer-sponsored pen-
sion plan. Workers in these industries also had very low
vesting rates of 20 and 13 percent, respectively. Other
industries with relatively low (50 percent or less) pension
coverage rates included: construction, business and repair
services, retail trade, and entertainment and recreation
services. Nearly all (95 percent) of public administration
workers were covered by employer-sponsored pensions.
Among public sector employees, Federal workers appear
to have somewhat higher pension coverage rates than
workers employed by State or local governments. .Indus-
tries with relatively high (70 percent or more) pension
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coverage rates include public utilities, professional and
related services, manufacturing, mining, and finance, insur-
ance, and real estate.

Coverage rates in particular industries changed over the
period from 1984 to 1987. Twenty percent of workers in
agriculture, forestry, and fisheries were covered in 1984,
compared with 32 percent in 1987. (See table 2.) Workers
in business and repair services also experienced an increase
in their pension coverage rate from 38 percent in 1984 to
45 percent in 1987.

Race. The pension coverage rate of Black workers was
slightly higher than that of Whites, while persons of His-
panic origin were less likely to work in jobs with pension
plans than either Whites or Blacks. (See table 1.) Sixty-
nine percent of Blacks and 66 percent of Whites were
covered by pensions, compared with one-half of Hispanic-
origin workers.

The lower pension coverage rate of Hispanic-origin
workers is explained in part by differences in the distribu-
tions by industry between all workers and those of His-
panic origin. Workers in the agriculture, forestry and fish-
eries industry have a relatively low overall pension coverage
rate of 32 percent. Hispanic-origin workers were much
more likely than workers in general to be employed in this
industry. (See table C.) In contrast, Hispanic-origin workers
were less likely to be employed in certain industries with
relatively high pension coverage rates (such as public
administration and professional and related services).

Black women who work were more likely to have a job
with pension coverage than White women. Seventy per-
cent of Black women were covered by a pension plan,

Table C. Percent Distribution of Workers, by
Industry, Race, and Hispanic Origin: 1987

(Numbers in thousands)

His-

Industry panic

Total | White [ Black | origin'

Allworkers ..........ccoiuunnn. 83,962 (72,5655 | 9,055| 5,694
Agriculture, Forestry, and Fisheries. 1.8 19 1.1 5.2
MiNing .......covviiiiiiiiiiia 0.8 0.9 0.4 0.4
Construction..............ounne. 5.4 5.5 5.0 4.8
Manufacturing, Total.............. 21.7( 21.7| 217 22.9

Durable Goods. ................. 13.3| 13.7| 103 11.9

Nondurable Goods .............. 8.4 80| 11.3 11.0
Transportation, Communication,

& Other Public Utilities . .......... 7.8 7.6 9.7 8.2
Wholesale Trade................. 4.4 4.7 2.3 4.4
Retail Trade ..................... 129( 13.2 9.9 143
Finance, Insurance, & Real Estate . 6.5 6.7 4.5 5.1
Business and Repair Services ..... 4.7 4.7 5.2 5.1
Personal Services . ............... 3.0 28 4.4 5.7
Entertainment & Recreation Services 09 0.9 0.6 1.3
Professional & Related Services ...| 23.8| 23.2| 27.8 17.7
Public Administration, Total........ 5.6 5.6 6.2 4.2

Federal Government............. 1.7 1.6 2.4 11

State Government............... 1.8 1.8 1.6 1.6

Local Government............... 21 2.1 2.2 1.6
Armed Forces ................... 0.8 0.7 1.5 0.6

'Persons of Hispanic origin may be of any race.

compared with 63 percent of White women. Among male
workers there was no significant difference in the pension
coverage rates of Blacks and Whites.

Union Status. Union members, or persons working in jobs
covered by a union contract, were much more likely to
have pension plans than others. Ninety percent of union
workers were covered by a pension plan; the coverage
rate among non-union workers was 60 percent. There was
no significant difference between the pension coverage
rates of male and female union members (both had
coverage rates of 90 percent), while the pension coverage
rate of non-union women (58 percent) was significantly
lower than the male non-union coverage rate (62 percent).

Size of Firm. There is a direct relationship between firm
size and the rate of employee coverage by an employer-
sponsored pension plan. Employees of larger firms were
far more likely to be covered or vested in a pension plan
than employees of smaller firms. Pension coverage rates
ranged from 23 percent in firms with less than 25 employ-
ees to 89 percent in firms with 1,000 or more employees.
While workers in firms with less than 25 employees
accounted for only 22 percent of the working population in
1987, these firms employed one-half of the 28.2 million
workers not covered by employer-sponsored pension plans.
Vesting rates in 1987 ranged from 15 percent in firms with
less than 25 employees to 61 percent in firms employing
1,000 or more, both unchanged from 1984.

IRA and 401(k) Plan Participation. Individual Retirement
Accounts (IRA’s) were first established in 1974 as a means
of establishing retirement savings for those not covered by
a pension plan at work. Beginning in 1982, eligibility for
IRA’'s was expanded to include all workers. The Tax
Reform Act of 1986 placed substantial limitations on
tax-deductible IRA contributions. Beginning in 1987, for
example, a single taxpayer earning $35,000 or more who
was covered by a private pension plan was no longer able
to make tax-deductible IRA contributions. Of the 84 million
workers 25 years old or over, 20 million (24 percent) had
an IRA in 1987. This percentage is up slightly from 21
percent in 1984. (See tables D and 3.)2

A large majority, 77 percent, of workers with IRA’s were
also covered by a pension plan at work. The IRA partici-
pation rate of those covered by employer-sponsored pen-
sion plans, 28 percent, was considerably higher than the
17 percent participation rate of those not covered by
pension plans at work. It would appear that, with the
liberalization of IRA eligibility requirements during the
1982-1986 period, many wage and salary workers began
using IRA’s as a pension supplement rather than a primary
source of future retirement income.

3The 1987 changes in IRA regulations would be expected to have a
negligible effect on overall IRA participation rates, since those who had
made tax-deductible contributions prior to 1987 would still be included as
participants as long as their accounts had not been liquidated.
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Table D. IRA and 401(k) Plan Participation—Wage and Salary Workers 25 Years and Over, by Pension

Status and Sex: 1987
(Numbers in théusands)

With an IRA With a 401(k) plan With both plans With neither plan
Pension status and sex Percent of—
All Total Eligible

workers | Number| Percent| Number| workers| workers| Number| Percent| Number Percent

Total ..., 83,962 20,033 23.9 8,264 9.8 60.3 3,390 4.0 59,056 70.3
Men ......coiiiiiiiiiiii 45,047 11,074 24.6 5,145 11.4 62.4 2,185 4.9 31,012 68.8
Women ..............oiiiennn 38,916 8,959 23.0 3,118 8.0 571 1,206 3.1 28,044 72.1
Covered by a pension plan .... 55,738 15,348 27.5 8,264 14.8 60.3 3,390 6.1 35,516 63.7
Men ... 31,006 8,814 28.4 5,145 16.6 62.4 2,185 7.0 19,232 62.0
women ............iiiiinnnnn. 24,731 6,534 26.4 3,118 12.6 57.1 1,206 4.9 16,285 65.8
Vested in a pension plan...... 37,604 11,697 311 7,385 19.6 61.3 3,097 8.2 21,618 57.5
Men ...t 22,045 6,983 31.7 4,607 20.9 63.5 1,994 9.0 12,449 56.5
women ...........ciiiiinnnn. 15,559 4,715 30.3 2,778 17.9 57.9 1,103 71 9,168 58.9

In 1987, 8.3 million workers, or 10 percent, participated
in employer-sponsored thrift savings plans, known as
401(k) plans. Though the 401(k) plan participation rate
increased by 50 percent between 1984 and 1987, it is still
relatively low because most employers do not offer such
plans. The participation rate among employees in firms
that offer 401 (k) plans was 60 percent in 1987, higher than
the 1984 participation rate of 56 percent. The number of
workers participating in both IRA and 401(k) plans in 1987
was 3.4 million, or 4 percent of all workers, double the 1.8
million participating in both in 1984.

Seventy-two percent of all workers were covered by an
employer-sponsored pension plan, IRA, or 401(k) plan in
1987. This figure is only slightly higher than the pension
coverage rate of 66 percent, indicating that most IRA and
401(k) plan participants were also covered by pension
plans at work. Of the 28.2 million workers without pension

coverage, only 4.7 million (17 percent) participated in IRA
or 401(k) plan, leaving 23.5 million workers without any
kind of coverage.

As IRA’s represent a way in which to defer current
earnings in anticipation of future benefits, one of the
important determinants of IRA participation is level of
earnings. The median monthly earnings in 1987 of IRA
participants, $2,077, and 401(k) plan participants, $2,332,
were considerably higher than the $1,285 median of
workers who did not participate in either of the two plans.
(See table E.) The median monthly earnings of workers
who participated in both IRA's and 401(k) plans was
$2,872. IRA participation rates in 1987 ranged from 13
percent for workers with monthly earnings under $1,000 to
62 percent for workers earning $4,000 or more.

There is a strong relationship between size of firm and
401(k) plan participation and eligibility. Employees of firms

Table E. IRA and 401(k) Plan Participation Rates—Wage and Salary Workers 25 Years and Over, by Level of

Monthly Earnings: 1987
(Numbers in thousands)

With an IRA With a 401(k) plan With both plans With neither plan
Level of earnings Percent of—
All Total Eligible

workers| Number| Percent| Number| workers| workers| Number| Percent| Number Percent

Total.........oovvvvinnnnn.. 83,962 20,033 23.9 8,264 9.8 60.3 3,390 4.0 59,056 70.3
Under $1,000.................. 25,157 3,178 12.6 672 2.7 51.1|. 123 0.5 21,431 85.2
$1,000t0$1,499............... 18,176 3,075 16.9 1,255 6.9 53.9 337 1.9 14,184 78.0
$1,500t0 $1,999............... 14,029 3,320 23.7 1,312 9.4 52.8 408 2.9 9,804 69.9
$2,000t0 $2,499............... 9,957 2,872 28.8 1,345 13.5 60.6 515 5.2 6,256 62.8
$2,500t0 $2,999............... 6,389 2,240 35.1 1,120 17.5 60.9 420 6.6 3,448 54.0
$3,000t0 $3,499............... 4,026 1,826 45.4 936 23.2 69.1 505 125 1,769 43.9
$3,500t0 $3,999............... 2,057 933 454 551 26.8 74.5 302 14.7 875 42.5
$4,000 andover................ 4,170 2,590 62.1 1,072 257 75.0 781 18.7 1,289 30.9
Median........................ $1,463 $2,077 (X) $2,332 (X) (X) $2,872 (X) $1,285 (X)
Mean ...............oiiiinnn. 1,738 2,448 (X) 2,619 (X) (X) 3,220 (X) 1,459 (X)

X Not applicable
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Table F. Participation and Eligibility Rates of 401(k) Plans, by Size of Firm: 1984 and 1987

(Numbers in thousands)

Percent
Participating in a 401(k) plan
Size of firm Eligible for
Total a 401(k) plan Total workers Eligible workers

1984 1987 1984 1987 1984 1987 1984 1987

Total.....oovii 78,619 83,962 111 16.3 6.1 9.8 55.5 60.3
Under 25 employees ................. 17,348 18,389 2.7 2.0 1.6 14 58.0 69.0
25to 99 employees .................. 10,075 11,239 4.6 8.2 29 5.3 62.8 64.9
100 to 499 employees................ 10,368 11,847 7.9 145 4.7 8.7 59.2 59.7
500 to 999 employees................ 5,045 5,080 12.2 19.0 5.6 11.0 455 57.9
1,000 employees ormore............. 35,782 37,407 17.7 26.0 9.8 15.6 55.3 59.9

with 1,000 or more employees were much more likely than
employees of firms with less than 1,000 employees to be
eligible for 401(k) plans. In 1987, eligibility rates ranged
from 2 percent in firms with less than 25 employees to 26
percent in firms employing 1,000 employees or more. (See
table F.) These larger firms employed 45 percent of all
workers and 70 percent of the 8.3 million 401(k) plan
participants.

RETIREMENT BENEFITS

Defining the Retirement Universe

The universe for the retirement-related questions on the
SIPP topical module consisted of all persons 25 years old
and over who had retired from a job and received income
during the reference period from either: 1) a company or
union pension, 2) a Federal government employee pen-
sion, 3) a U.S. military pension, 4) a National Guard or
Reserve pension, 5) a State government employee pen-
sion, or 6) a local government employee pension. For the
purpose of this study, the analysis was restricted to those
retired individuals receiving pension income during Decem-
ber 1986.4 Thus, the mean amounts shown in tables G
through | refer to amounts received during this reference
month. Although the universe for this study was restricted
to pension recipients who had retired from a job, the
amounts of pension income refer to pensions received
bothdirectly as a retiree and those that may be received as
a survivor or dependent, since it was not possible to
identify sources of pension income separately. There were
an estimated 12.4 million retirees receiving pension income
in December 1986. (See table G.) The mean monthly
income received by this group from retirement pensions
was $639, not significantly different from August 1984 in
real terms. (See table 4.) Three-fourths of all retirement
pension recipients, about 9.5 million retirees, also received

“December 1986 is the only month common to all rotation groups in
the SIPP 1985 Panel (Wave 7) and 1986 Panel (Wave 4.) See appendix
A for a more detailed description of the sample design.

-

Social Security payments, averaging $529. The combined
mean Social Security and pension income of retirees,
including those not receiving Social Security benefits, was
$1,045, about 6 percent higher in real terms than the
comparable August 1984 figure.

The mean monthly total household income of the 12.4
million retirement pension recipients was $2,550. Thus, the
combined amount received from Social Security and pen-
sion benefits, $1,045, accounts for 41 percent of the total
household income of retirement pension recipients. The
remainder of total household income comes from a variety
of sources, including: income received by household mem-
bers other than retirees, and income received by retirees
from sources other than pensions or Social Security ben-
efits. Property income (interest, dividends, and rental income)
is particularly important as a source of income for those
who have retired.

Characteristics of Retirees

Age. About two-thirds of all retirement pension recipients
were 65 years old or over and 43 percent were age 70 or
older. About 19 percent were under age 62. The mean
pension income of retirees in each of the age groups under
age 65 was significantly higher than the mean for retirees
65 years old and over. Very few of the younger retirees
received Social Security in addition to their pensions. This
is not surprising since Social Security retirement benefits
cannot be received before the age of 62.5

The mean pension income of retirees 70 years old and
over was $479, about 25 percent lower than the average
pension received by all retirees. The lower mean pension
incomes of older retirees is a reflection of their lower levels
of income prior to retirement.

Age appears to play an extremely important role in
determining levels of pension income received by retirees.
In fact, many of the differences in average pension income

5Those under the age of 62, however, may receive Social Security
sunyivor or disability benefits.
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Table G. Age and Sex of Retirement Pension Recipients—Mean Monthly Pension Income, Total Household

Income, and Social Security Income: December 1986

Total household Pension and Social
Pension income income Social Security income Security income
Sex and age
Number Standard Standard| Number Standard Standard
(thous.) Mean error Mean error (thous.) Mean error Mean' error
BOTH SEXES
Total.....ooviiiiii 12,378 $639 $25 $2,550 $78 9,495 $529 $8 $1,045 $24
25to61years ................. 2,340 974 65 3,405 202 214 541 37 1,024 64
62to64years ................. 1,599 710 62 2,625 189 1,221 479 19 1,075 66
65yearsandover.............. 8,439 533 28 2,298 90 8,059 536 9 1,045 28
65to69years ................ 3,162 623 48 2,556 165 2,973 519 13 1,111 49
70 yearsandover............. 5,277 479 33 2,144 104 5,086 546 12 1,005 33
MEN
Total....ooviiiiieii 8,422 744 32 2,709 100 6,203 565 10 1,160 31
25to61years ................. 1,832 1,059 1Al 3,474 233 132 (B) (B) 1,102 70
62to64years ................. 1,162 776 77 2,634 222 891 512 21 1,169 81
65yearsandover.............. 5,428 631 39 2,466 122 5,180 574 11 1,178 38
65to69years ................ 2,081 732 66 2,749 229 1,962 565 16 1,264 65
70 yearsandover............. 3,347 568 47 2,291 135 3,217 579 16 1,124 47
WOMEN
Total.....cooovviiiii e 3,956 417 31 2,211 116 3,292 460 12 800 31
25to61years ................. 506 667 141 2,778 394 82 (B) (B) 745 142
62tob4years ................. 438 533 89 2,601 359 330 389 32 826 87
65yearsandover.............. 3,012 358 29 1,995 121 2,880 468 13 805 30
65to69years ................ 1,082 415 53 2,185 188 1,011 431 21 818 55
70yearsandover............. 1,930 326 33 1,889 156 1,869 488 17 798 35

B Base less than 200,000.

'Based on all retirement pension recipients, including those not receiving Social Security income.

that will be noted later in this report (current work status,
for example) are at least partially attributable to differences
in age distributions between retirees.

Sex. Two-thirds of those receiving retirement pensions
were men. The mean pension income received by male
retirees was $744, significantly higher than the women’s
mean of $417. (See table 4.) The proportion of retirees
receiving Social Security benefits was higher for women
than for men, a reflection of the fact that a larger propor-
tion of women retirees were 65 years old or older. The
combined mean Social Security and pension income received
by male retirees was $1,160, 45 percent higher than the
women’'s mean of $800. This gap was not significantly
different from that in 1984.

At least part of the large difference between the mean
pension incomes received by men and women is attribut-
able to the difference in the age distribution of retirees by
sex. Female retirees are much more likely to be 65 years
old and over than male retirees, and as noted earlier, older
retirees receive less pension income, on average, than
younger retirees. Differences in pension incomes by sex
are not solely attributable to age distribution differences,
however, as shown by the fact that for each age interval,
the mean pension income of men was higher than that of
women. (See table G.)

Race and Hispanic Origin. The overall mean pension
incomes of White, Black, and Hispanic-origin retirees were

not significantly different from one another. Among male
retirees, the mean pension income of Whites ($753),
though not significantly different from the comparable
Hispanic-origin mean, was 33 percent higher than the
mean pension income of Black male retirees. (See table
H.) In contrast, the mean pension incomes of White and
Black female retirees were not significantly different from
one another.

Though there was no significant difference between the
overall mean pension incomes of Whites and Blacks, the
combined mean pension and Social Security income of
Black retirees ($914) was 13 percent lower than the
comparable White figure. Black retirees were less likely to
receive Social Security income than Whites, and the mean
Social Security income of Black retirees was significantly
lower than that of Whites.

Years Since Retirement. Twenty-nine percent of those
receiving retirement pensions retired less than 5 years
prior to the survey. The mean monthly pension income of
these retirees was $772, 32 percent higher than the mean
of those who retired 5 years or more prior to the survey.
(See table 5.) The higher pension incomes of recent
retirees is a reflection of their higher levels of earnings
before retirement. Recent retirees also received more
Social Security income, on average, than other retirees.
The mean Social Security income for those who retired
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Table H. Pension Recipients—Persons 25 Years and Over, by Race, Hispanic Origin, and Sex: December 1986

Total household Pension and Social
Pension income income Social Security income Security income
Characteristic
Number Standard Standard | Number Standard Standard
(thous.) Mean error Mean error | (thous.) Mean error Mean' error
TOTAL
Bothsexes .................. 12,378 $639 $25 $2,550 $78 9,495 $529 $8 $1,045 $24
Men ... 8,422 744 32 2,709 100 6,203 565 10 1,160 31
Women .........coiiiiiiinnenn 3,956 417 31 2,211 116 3,292 460 12 800 31
WHITE
Bothsexes ...........c..cennn 11,482 641 26 2,558 81 8,888 533 8 1,053 25
Men ...ttt 7.811 753 34 2,720 104 5,794 569 11 1,175 33
Women .......ooviiiieennnnnnn 3,671 404 32 2,213 122 3,095 464 13 795 32
BLACK
Bothsexes ...........c...... 755 578 81 2,196 262 529 480 29 914 78
MeNn ...ttt 515 568 101 2,269 340 372 503 32 931 96
Wwomen ...........iiiiiiennn 240 599 132 2,038 379 157 8) (B8) 878 132
HISPANIC ORIGIN?
Bothsexes ............coueen 283 741 149 2,636 420 173 (B) (B) 1,064 141
Men ......oiiiiiii e 235 765 174 2,720 483 145 (B) (B) 1,099 160
Women .......covviviinnennnnns 48 (B) (B) (B) (B) 28 (B) (B) (B) (B)

B Base less than 200,000.

Based on all retirement pension recipients, including those not receiving Social Security income.

2persons of Hispanic origin may be of any race.

less than 5 years prior to the survey, $549, was 12 percent
higher than the mean for those who retired 15 years or
more prior to the survey.

Former Industry. An examination of retirement income
averages by former industry reveal that those who retired
from the Armed Forces and public administration had the
highest mean pension incomes of any industry group.
While the mean pension incomes of former Armed Forces
members and public administration employees were sub-
stantially higher than the overall mean pension income of
retirees from other industries, a smaller proportion of
Armed Forces and public administration retirees received
Social Security benefits than retirees of other industries.
As a result, while the mean pension income of former
Armed Forces members was 72 percent higher than the
overall mean, the mean combined Social Security and
pension income, $1,261, was 21 percent higher than the
combined mean for all pension recipients. The same
pattern is true for former public administration employees.
Their mean combined pension income and Social Security
income is much closer to the overall mean than their mean
pension income.

The industry from which the largest number of pension
recipients retired was manufacturing. Former employees
of this industry accounted for 31 percent of all retirees. The
mean pension income of these retirees was $465, 27
percent lower than the overall mean of $639. However, the
proportion of manufacturing retirees that qualified for Social
Security benefits was 84 percent—higher than the overall

proportion of 77 percent. Their mean Social Security
income was $561, 6 percent higher than the overall mean.
Thus, the combined mean Social Security and pension
income of manufacturing retirees was $938, only 10 per-
cent lower than the overall mean.

Marital Status. Seventy percent of all retirement pension
recipients were married. The mean pension income of
married retirees was $697, not significantly different from
the overall mean. (See table |.) Seventeen percent of all
retirement pension recipients were widowed; their mean
retirement income ($435) was 32 percent lower than the
overall mean for all retirees.

Two-thirds of all widowed retirees were women. Wid-
owed retirees were more likely to receive Social Security
payments in addition to their pensions than other retirees.
Ninety-two percent of these widowed retirees received
Social Security payments, compared with 77 percent of all
retirees. This higher rate of Social Security recipiency may
reflect the survivor benefits received by this group.

Current Work Status. Of the 12.4 million retirees receiv-
ing pension income, only 14 percent worked at a wage or
salary job during the reference month. (See table 5.) The
mean pension income of working retirees, $787, was 28
percent higer than the mean pension income of the 10.7
million nonworking retirees. Sixty percent of the 1.7 million
working retirees worked full time during the reference
month.
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Table |. Marital Status and Sex of Retirement Pension Recipients—Mean Monthly Pension Income, Total House-
hold Income, and Soclal Security Income: December 1986

Total household Pension and Social
Pension income income Social Security income Security income
Marital status and sex
Number Standard Standard| Number Standard Standard
(thous.) Mean error Mean error| (thous.) Mean error Mean' error

BOTH SEXES

Total....oovviiiiiiiiaiannn 12,378 $639 $25 $2,550 $78 9,495 $529 $8 $1,045 $24
Married............coviinnnnnn 8,626 697 31 2,816 95 6,352 538 10 1,093 31
Divorced or separated .......... 859 575 88 2,119 344 648 512 30 961 86
Widowed .............ccovnnnnn 2,099 435 45 1,780 156 1,936 514 16 909 45
Never married.................. 795 628 88 2,160 210 559 494 31 976 85
MEN '

Total....oooveviiiiiiii 8,422 744 32 2,709 100 6,203 565 10 1,160 31
Married.............. PN P 6,980 764 36 2,811 110 5,063 572 1 1,179 34
Divorced or separated .......... 459 673 137 2,515 591 317 549 43 1,053 134
Widowed ...........c.coviunennn 675 607 110 2,057 270 628 538 30 1,107 105
Never married.................. 308 697 148 2,113 347 195 (B) T (B) 1,009 155
WOMEN

Total.......covviivvninnennn, 3,956 417 31 2,211 116 3,292 460 12 800 31
Married. .......cooiiieiiiieenn 1,646 412 53 2,837 182 1,289 403 17 727 52
Divorced or separated .......... 400 462 101 1,664 262 331 476 41 855 98
Widowed .............ccvinnnnn 1,424 353 38 1,648 190 1,308 503 19 815 41
Never married. ................. 487 585 108 2,190 264 364 494 39 955 97

B Base less than 200,000.

Based on all retirement pension recipients, including those not receiving Social Security income.

Education. The mean pension income of retirees who
were high school graduates, $577, was not significantly
different from the overall mean, while the mean for retirees
with less than a high school education, $379, was 41
percent lower than the overall mean. (See table 5.) The
mean pension income of those with 4 years or more of
college, $1,069, was 67 percent higher than the mean
pension income of all retirees.

Though the mean Social Security income of retirees
with less than a high school education ($516) was not
significantly different from the overall mean, a higher
percentage of retirees with less than a high school educa-
tion received Social Security benefits, 88 percent, than
retirees in any of the other education groups. As a result,
while the mean pension income of these retirees was 41
percent lower than the overall mean, the sum of pension
and Social Security income of retirees with less than a high
school education was $831, only 20 percent lower than the
overall mean of $1,045.

Presence of a Cost of Living Adjustment (COLA)
Provision. Of the 12.4 million retirement pension recipi-
ents, 7.0 million, or 56 percent, had pensions with COLA
provisions. The mean pension income of these retirees
was $780, 70 percent higher than the mean pension
income of the 5.4 million retirees with no COLA provisions.
(See table 5.) The mean combined pension and Social
Security amount for retirees with COLA provisions was
$1,138, 23 percent higher than the mean for retirees

without COLA provisions. Those without COLA’s were
much more likely to receive Social Security benefits, and
mean Social Security income was higher for retirees
without COLA provisions than for those with COLA’s.

TECHNICAL NOTE: COMPARISONS OF CPS
AND SIPP ESTIMATES OF PENSION
PARTICIPATION

Tabulations from the March 1988 Current Population
Survey (CPS) revealed that, of 92.8 million wage or sala-
ried workers in 1987, 45.2 million, or 49 percent, partici-
pated in a pension plan. This is somewhat lower than the
SIPP participation rate of 53 percent. (See table J.) Both
men and women exhibited higher pension participation
rates on SIPP than on CPS.

It should be noted that the CPS and SIPP pension
eligibility questions are based on different reference peri-
ods, and that difference in reference periods accounts for
at least some of the disparity between the two sets of
estimates. On the March 1988 CPS, those who worked at
all during the previous calendar year were asked about
their pension eligibility. On SIPP, the questions were asked
of those who worked during the 4-month reference period.
The use of an annual reference period on the CPS yields
8.9 million more wage or salary workers than the 4-month
SIPP reference period. Obviously, an annual reference
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Table J. Comparison of CPS and SIPP Estimates, by Age and Sex of Pension Recipients: 1987

(Numbers in thousands)

CPS SIPP
Sex and age Wage and sal- Pension Wage and Pension
ary Pension participation salary Pension participation
workers participants rate workers participants rate
BOTH SEXES
Total. ..o e 92,837 45,174 48.7 83,962 44,279 52.7
25t034years .. ...t 34,012 13,923 40.9 31,787 13,933 43.8
35toddyears...........ciiiiiiii 26,864 14,310 53.3 24,842 14,421 58.1
45tob4years.............iiiiiiiii 17,258 9,844 57.0 15,073 9,328 61.9
S5to64years................. .., 11,250 6,162 54.8 10,001 5,921 59.2
65yearsandover..................coiiinnn... 3,453 936 271 2,261 678 30.0
MEN
Total. ..o 49,644 26,591 53.6 45,047 26,040 57.8
25t034years...........iiiiiii e 18,170 7,777 42.8 17,279 8,069 46.7
35tod4d4years.............iiiiiiiiiia 14,140 8,358 59.1 13,207 8,549 64.7
45tob4years............ciiiiiiiiiiia 9,178 6,021 65.6 7,984 5,687 70.0
S55to64years..............iiiiiiiiiia... 6,254 3,877 62.0 5,393 3,449 64.0
65yearsandover.............. e, 1,903 557 29.3 1,184 386 32.6
WOMEN
Total. ..o e e 43,193 18,584 43.0 38,916 18,239 46.9
25t0o34vyears ...t 15,843 6,146 38.8 14,507 5,864 40.4
35toddyears.............iiiiiiiiii., 12,724 5,952 46.8 11,634 5,871 50.5
45to54years........... e, 8,080 3,823 47.3 7,089 3,741 52.8
55to64years.............ciiiiiiiiiia.., 4,996 2,285 45.7 4,608 2,472 53.6
65yearsandover............................ 1,550 378 24.4 1,077 291 27.0

period will result in a greater number of workers with very
short work experience spells (who would also be expected
to have extremely low pension participation rates). Thus,
the use of an annual reference period would be expected
to yield a somewhat lower pension participation rate than
one based on a 4-month reference period. Other factors
that may also be associated with the CPS-SIPP pension
participation differences include: 1) a lower level of recall
bias on SIPP and 2) fewer proxy interviews on SIPP.

USER COMMENTS

We are interested in your reaction to the usefulness and
content of this report. We welcome your recommenda-
tions. If you have any suggestions or comments, please
send them to:

Charles T. Nelson

Housing and Household Economic Statistics Division
U.S. Bureau of the Census

Washington, DC 20233
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